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Foreword

Today, we are witnessing ever-vibrant dynamism in the Asian economies. This
vitality has been prompted by multiple factors, including globalization, diversi-
fied division of labor, and economic integrations. The changes and challenges
member economies face in this era demand the APO to devise new productivity
drivers. Currently, the APO is working on its Roadmap 2020 to illustrate how we
enhance productivity further with specific activities. This will assist the mem-
ber economies in becoming more productive and competitive, while ensuring
equal distribution of productivity gains.

Measuring productivity is one of the core research activities at the APO. The
outcome data offers empirical analysis of cross country comparisons of eco-
nomic growth and productivity levels in the context of the global economy. This
guides us to assess economic performance and structural changes. The data
also serves as numeric indicators for reviewing our contributions to our mission
of enabling the APO economies to be more productive and competitive. Addi-
tionally, this is a mechanism for setting new targets for our future productivity
movements in the dynamic economic development in the region.

It is with pleasure that | introduce readers to this edition as a vital resource for
comprehending the dynamic economic development in the region. This publi-
cation is the fruit of research efforts of the APO Productivity Databook Project,
implemented by the Research and Planning Department of the APO Secretariat
in collaboration with Keio Economic Observatory, Keio University in Tokyo. My
profound gratitude goes to Professor Koji Nomura, Professor Fukunari Kimu-
ra, Ms. Shinyoung Oh, Mr. Hiroshi Shirane, Mr. Kei Okamoto, and Mr. Naoyuki
Akashi. | also wish to thank all of the national experts for providing their respec-
tive economic data. The APO does, and will continue to, work with our members
and their respective statistical offices to improve the data quality and coverage
that underpins the data presented in the APO Productivity Databook series.

| hope that readers will appreciate this publication as a useful reference and find
practical use for their own purposes.

Mari Amano
Secretary-General

Asian Productivity Organization
Tokyo, September 2014
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KB Introduction

1.1 Databook 2014

This is the seventh edition in the APO Productivity Databook series. The publication aims to provide a
cross-country comparison of economic growth and productivity levels of Asian economies in relation
to global and regional economies. The focus of the Databook is on long-term analysis. This is achieved
by examining a country’s economic growth and productivity performance, as well as the sources and
industry origins of the growth. This complete analysis provides readers with a more comprehensive
description and comparison of a given country’s economic structure and characteristics.

Baseline indicators on economic growth and labor productivity are calculated for 29 Asian econo-
mies, representing the 20 Asian Productivity Organization (APO20) member economies and nine
non-member economies in Asia. This edition covers the period 1970-2012. The APO20 include:
Bangladesh, Cambodia, the Republic of China (ROC), Fiji, Hong Kong, India, Indonesia, the Islamic
Republic of Iran (Iran), Japan, the Republic of Korea (Korea), the Lao People’s Democratic Republic
(Lao PDR), Malaysia, Mongolia, Nepal, Pakistan, the Philippines, Singapore, Sri Lanka, Thailand,
and Vietnam. The nine non-member economies in Asia are: the People’s Republic of China (China),
Brunei, Myanmar, and the Gulf Cooperation Council (GCC) that consists of Bahrain, Kuwait, Oman,
Qatar, Saudi Arabia, and the United Arab Emirates (UAE). These two groups combine to make the
Asia29. In addition, Australia, the European Union (EU), Turkey, and the United States (US) are
included as reference economies.

The productivity measures in this report are based on data and estimates collated for the APO Produc-
tivity Database project since September 2007, as a joint research effort between the APO and the Keio
Economic Observatory (KEO), at Keio University. Estimates are based primarily on the System of Na-
tional Accounts (SNA) in 1993. In this edition, some significant revisions on the national accounts were
incorporated. New developments for the upgrading of statistics systems in APO member economies
have resulted in Pakistan and Korea publishing their accounts based on the 2008 SNA in April 2013
and March 2014, respectively. While there are movements toward upgrading the SNA, some countries
in Asia, such as Indonesia, have still not fully introduced the 1993 SNA. Because the varying SNA adap-
tions among the member economies can result in discrepancies between data definitions and cover-
age, data harmonization is necessary for comparative productivity analyses. This Databook attempts
to reconcile the national accounts variations that are based on the different concepts and definitions,
and provide harmonized estimates for international comparison.

To analyze the overall productivity improvement as well as partial productivity improvement (labor
productivity and capital productivity), the Databook project constructs estimates of capital services
appropriate to the concept of capital input introduced in the 2008 SNA. Based on these estimates, the
sources of economic growth in each economy are further decomposed to factor inputs of labor and
capital and total factor productivity (TFP) for 18 Asian economies — Bangladesh, the ROC, Fiji, Hong
Kong, India, Indonesia, Iran, Japan, Korea, Malaysia, Mongolia, Pakistan, the Philippines, Singapore, Sri
Lanka, Thailand, Vietnam, and China - along with the US as a reference economy. It is a notable
achievement that the TFP estimate for Bangladesh is newly developed in the APO Productivity Data-
base 2014 and is presented in this edition of the Databook. This edition reflects the revisions to the
official national accounts and other statistical data published as of May 2014.

The official national accounts and metadata information used for constructing the APO Productivity
Database 2014 have been prepared by national experts in APO member economies through ques-
tionnaires designed at KEO. The names of these experts are listed in Section 1.2. The submitted data
was then examined and processed at KEO where further information was collected on labor, produc-
tion, prices, trades, and taxes as required. The project was managed by Koji Nomura (Keio University),

©2014 Asian Productivity Organization
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under the consultancy of Professors Dale W. Jorgenson (Harvard University) and W. Erwin Diewert
(University of British Columbia), and with coordination by Yasuko Asano (APO). The text, tables, and
figures in the report were authored by Koji Nomura and Fukunari Kimura (Keio University), with sup-
port from research assistants Shinyoung Oh, Hiroshi Shirane, Kei Okamoto, and Naoyuki Akashi.

©2014 Asian Productivity Organization
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F] overview

In 2013 most of the Asian economies realized relatively strong economic growth. In most cases, the
recovery of developed economies from the global financial crisis and its aftermath was still at a slow
pace in the world. However, US economic growth aimed towards a come-back, despite some political
turmoil on fiscal deficit and other issues. Japan applied a series of policies called “Abenomics,” and its
first two arrows out of three, that is., bold monetary easing and flexible fiscal stimulus, seemed to pull
the Japanese economy back to the normal situation. Although the EU continued to struggle, they re-
alized enough improvement to put the worst behind them. While the external conditions were far
from perfect, most of the Asian economies continued to grow steadily based on the expansion of their
own demand.

The Asian economies, particularly those in East Asia including Northeast Asia and Southeast Asia,
have recorded impressive economic growth in the past two decades. Average annual growth rates of
GDP in Asia29 and East Asia at constant market prices in 1990-2012 reached 5.5% and 5.7%, which
significantly exceeded those in the US (2.4%) or EU27 (1.7%), as shown in Table 3. East Asia has been
the most advanced region in taking advantage of a new type of international division of labor called
international production networks (Ando and Kimura, 2005) or the 2nd unbundling (Baldwin, 2011).
A new development strategy has aggressively applied the mechanism of international division of la-
bor in terms of production processes or tasks, rather than industries.

Although global value chains are a subject of current discussion throughout the world (see for ex-
ample EIms and Low, 2013), one must be mindful that not all global value chains are international
production networks or the 2nd unbundling. The latter refers to tightly connected production/distri-
bution/function links with well-coordinated, high-frequency, and synchronized transactions, rather
than a simplistic international input-output linkage with slow and low-frequency transactions. Such
production networks are typically observed in machinery industries though other industries such as
garment, food processing, and services may also utilize the mechanics. Latecomers in the region
including Cambodia, the Lao PDR, Myanmar, and Vietnam (CLMV) have started participating in pro-
duction networks and jump-starting industrialization, particularly since the global financial crisis
began.! Per capita GDP (using exchange rate) in CLMV increased from $310 in 2000 to $1,410in 2012
(Table 4). Countries in South Asia have good potential to take advantage of such a division of labor by
connecting themselves with East Asian production networks; per capita GDP (using exchange rate) in
India and Pakistan was still $1,490 and $1,240, respectively, in 2012 (Table 4).

After hosting a number of production blocks in international production networks, countries began
to form industrial agglomerations in which the inter-firm division of labor, including links between
multinationals and local firms, was intensively developed. Through these processes of industrializa-
tion, a number of the East Asian developing economies have successfully reduced the population
below the poverty line and have gradually built up affluent middle-income population. Strong growth
in productive sectors has generated benevolent labor movements from informal to formal, from rural
to urban, and from agriculture to modern sectors, which are smoother than in other parts of the de-
veloping world. Per capita GDP (using exchange rate) in China and ASEAN6 were $6,070 and $4,820,
respectively, in 2012 (Table 4). The Asian developing countries other than East Asia have not yet fully
achieved such transformation with production networks.

While the long-run growth perspectives of most Asian economies are bright, there are several issues
to consider in the short run. In the globalization era, one cannot neglect investors’views in the market;

1: The Databook separates ten countries of the Association of Southeast Asian Nations (ASEAN) into the ASEAN6 consisting of Brunei,
Indonesia, Malaysia, the Philippines, Singapore, and Thailand; and the CLMV consisting of Cambodia, the Lao PDR, Myanmar, and
Vietnam.

©2014 Asian Productivity Organization

I_II_II_II_II_II_IHI_l



©2014 Asian Productivity Organization

n Overview

even if the logical background of such concern may not necessarily be fully warranted. The China fac-
tor is the first such issue to consider. China’s economic growth has been outstanding for the last two
decades; average annual growth rate of GDP at constant market prices in 1990-2012 was 9.8% (Table
3). The significance of the Chinese economy, both as a production site and a market, has naturally in-
creased in the Asian economy as well as in the world. Thus, investors in the market are becoming very
sensitive to the growth prospect of the Chinese economy. The macroeconomic management by the
Chinese government has accomplished remarkable performance and now seems to head for a soft
landing on a medium-speed growth path. However, some economists and investors are carefully
watching on several issues in the Chinese economy: notably, a possible collapse of excessive real es-
tate growth, possible instability of financial system triggered by shadow banking crisis, and possible
economic difficulty due to a huge debt held by local governments. The share of investment with re-
spect to GDP in China is still as high as 48.7% in 2012 (Table 7), which partially reflects the govern-
ment’s effort to keep growth rates high. If the Chinese economy were to make a hard landing, it would
affect investors’ perception for other parts of the Asian economy, as well.

The second issue to consider is a possible fragility of some newly developed economies against exter-
nal shocks. As the financial exposure increases, market perception becomes a crucial element to make
an economy shift. For example, an announcement by the US Federal Reserve in May 2013 of a gradual
removal of financial easing, triggered sudden depreciation of currencies in some newly developed
economies. This consequently effected stock prices and market sentiments. An economist at Morgan
Stanley listed five currencies that presented notable downturns, namely, Brazil real, Indian rupee, In-
donesian rupiah, Turkish lira, and South African rand, dubbing them the “Fragile Five!” The markets
calmed down eventually, but another shock came in the latter half of 2013, suggesting these types of
shocks would hit anytime when the market considers an economy as fragile.

The market in particular tries to detect possible signs of a major collapse of newly developed econo-
mies. Such indicators include current account deficit, slowdowns of inward foreign direct investment,
short-run external debts, small foreign currency reserves, insufficient ability of manipulating macro-
economic policies, and political instability. In cases of East Asian economies, resiliency against macro
shocks has been reinforced notably since the Asian Currency Crisis, with limited current account defi-
cits, careful debt management, and enlarged foreign currency reserves. However, globalization has
continued, and the power of speculation has enhanced. By keeping macro figures healthy and prepar-
ing quick policy responses for unexpected happenings, the Asian countries can guard against a sud-
den attack in the market.

The third short-term issue to consider is the possible instability in politics. The Asian countries,
including India and Indonesia, are likely to have new governments soon. Whether the transition of the
governments would go smoothly with the adoption of good economic policies is an important check-
point of the market. A political turmoil in Thailand seems to continue, which may slow economic
growth to some extent. International conflicts, including territorial disputes in the East and South
China Sea, are another concern that may influence economic matters. Political stability and separation
of economics and politics have been a basis for extending international production networks and vi-
talizing economic dynamism, particularly in East Asia. Overcoming domestic and international politi-
cal difficulties would allow Asia to foster a favorable economic environment for strong economic
growth and the betterment of lifestyle.

On the positive front, there is the steady progress of economic integration in Asia. Political leaders
acknowledge the importance of their progress and try to keep momentum for deeper economic inte-
gration. The ASEAN is committed to finalize the ASEAN Economic Community (AEC) by the end of
2015. Although not all of the commitments under the AEC Blueprint, announced in 2007, can be
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achieved, AEC will be a milestone of economic integration in the developing world. This will present a
new development strategy of pursuing both deepening economic integration and narrowing devel-
opment gaps. East Asia and Asia-Pacific are also stepping into the era of mega-FTAs (free trade agree-
ments). Mega-FTAs, particularly Trans-Pacific Strategic Economic Partnership Agreement (TPP), in
which some of the East Asian countries participate, are pursuing deep liberalization and international
rule making. The liberalization is not limited to tariff removal, but includes the liberalization of servic-
es, investment, and government procurement. International rule making covers intellectual property
rights protection, competition with state-owned enterprises, environment, dispute settlements, and
others. The wide coverage of such policy modes is clearly motivated by a new type of international
division of labor or the 2nd unbundling. Though a conclusion for TPP is uncertain, the negotiation it-
self is already influencing the East Asian economies. Negotiations over competing mega-FTAs, such as
Regional Comprehensive Economic Partnership (RCEP) and China-Japan-Korea (CJK) FTA, are likely to
be accelerated and upgraded in quality. Regardless of the details of these agreements the general
concept is necessary to pursue a more stimulated economic environment in East Asia and Asia-Pacific.

Asia’s economic dynamism warrants considerable attention to the rapid and vigorous changes in its
economic performance in the short run. To fully understand this economic dynamism, it is essential to
grasp its growth performance, structural changes, and the advancement of its economic develop-
ment within a context of its middle- and long-term performance. Asia, in particular, consists of a vari-
ety of countries at different development stages, with diversified resource endowments, and under
various political regimes. The APO Productivity Databook provides concise information and useful in-
sights into the basis of growth performance and economic structure of Asian countries by presenting
such long-term data analysis.

International comparisons of economic performance are never a precise science; instead, they are
fraught with measurement and data comparability issues. Despite best efforts in harmonizing data,
some data uncertainty remains. Operating within a reality of data issues, some of the adjustments in
the Databook are necessarily conjectural, while others are based on assumptions with scientific rigor.
In addressing this shortcoming, findings drawn from the research are cross-referenced against other
similar studies. Such magnitude of variations in the economic indicators is often subject to a certain
degree of data uncertainty.

Bearing in mind these caveats, the main findings from our analysis are as follows:
Recent economic growth of Asia

@ Interms of exchange-rate-based GDP, China overtook Japan in 2010 as the largest economy in Asia
and the second largest economy in the world, after the US. On this measure, Asia29 was 45% and
53% larger than the US and EU15 in 2012, respectively (Table 1).

¢ Based on GDP adjusted for purchasing power parity (PPP),? the weight of the world economy is
even more tilted toward Asia, with Asia29 being 1.5 times and 2.3 times larger than the US and
EU15 in 2012, respectively. China has overtaken Japan as the largest Asian economy since 1999,
and its size was 94% relative to the US in 2012. India surpassed Japan, replacing it as the second
largest economy in Asia in 2008. In 2012, the total GDP of the three largest Asian economies alone
was 61% larger than the US economy (Table 2 and Figure 5).

2: This Databook based on the new PPP estimates of the 2011 International Comparisons Program (ICP) round published in April
2014.This has the significant effect of raising the relative sizes of Asian economies against the base economy, the US.
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During the period 2000-2012, Asia29 grew at 5.9% on average per annum, compared with 1.7%
and 1.1% in the US and EU15, respectively. Japan was the slowest growing economy among the
Asia29 at 0.7%, compared with 14 of the 29 Asian economies with over 5.0% of annual economic
growth (Table 3 and Figure 1).

For the past two decades (1990-2012), China and India have emerged as the driving force propel-
ling Asia forward, accounting for 45% and 16% of regional growth, respectively (Figure 7).

The global financial crisis slowed Asia29's growth significantly from a recent peak of 8.2% during
2006-2007, to 4.8% during 2007-2008 and further to 4.0% during 2008-2009, before rebounding
strongly to 8.0% during 2009-2010. This is in comparison to the deep recession of —3.1% and
—4.7% experienced by the US and EU15, respectively, during 2008-2009 (Figure 1).

The correlation coefficients between China and other Asian economies strengthened between
the two decades. This suggests that China has become more integrated within the Asian economy.
For most Asian countries, the correlation with the US and EU15 has also grown stronger (Figures 8
and 9).

Catching up in per capita GDP

4

w

Our results show the outcome of the dramatic development effort of the four Asian Tigers.? Singa-
pore and Hong Kong have managed to close a per capita GDP gap with the US of around 60% in
just under four decades. Singapore has even surpassed the US since 1992, and in 2012 its per cap-
ita GDP was 49% higher. In contrast, veteran Japan has fallen behind, widening its gap with the US
to 29%. In 2012, the ROC’s and Korea’s per capita GDP was 80% and 60% of the US level, respec-
tively (Table 5 and Figure 14).

Despite their rapid growth, due to their population size per capita GDP of China and India was 22%
and 10% of the US in 2012, respectively. However, this represents a tenfold increase in China’s rela-
tive per capita GDP over the last four decades. The level achieved by Asia29 was 16% of the US,
indicating that there is ample room for catch-up (Table 5).

Asia’s huge per capita GDP gap with the US is predominantly explained by its labor productivity
gap. With the exception of the Asian Tigers, Japan, and Iran, all Asian countries have a labor produc-
tivity gap of 50% or higher (Figure 18).

For most countries in Asia, the majority of per capita GDP growth can be explained by improvement
in labor productivity. However, the employment rate contribution relative to labor productivity
was also highly significant in Nepal, Pakistan, Bangladesh, Cambodia, and Thailand in 2000-2012
(Figure 19).

There is a significant variation in Asia’s employment rates from 25% to over 60% at present. The
employment rates have been rising in most countries in Asia and are 10-15 percentage points
above the US in Singapore, Cambodia, Thailand, Vietnam, and China (Figure 21).

: Refers to Hong Kong, Korea, Singapore, and the ROC.
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Changes in demand composition

¢ With a few exceptions, household consumption is the biggest component of final demand. In

recent years, Asia29’s consumption ratio has dropped to 49.3% of GDP, largely reflecting the trend
in China. This compares to 70.8% in the US, 58.5% in EU15, and 55.6% in Australia (Table 7).

The share of household consumption in GDP tends to be more volatile, dropping in countries that
are undergoing rapid development. As countries get richer, the household consumption share
tends to rise. At the other end of the spectrum, countries with low income and a high dependent
population (under-15, over-65) sustain a high consumption ratio to GDP (Figures 24 and 25).

Overall, Asia invests more than the US/EU15 as a share of its GDP. Lately this gap has been widen-
ing. Historically, Australia’s investment share has been sandwiched between that of Asia and the
US/EU15. In 2012, Asia29 invested 35.1% of its GDP, compared with 16.1% for the US, 17.8% for
EU15, and 27.5% for Australia (Table 7 and Figure 31).

China faces huge internal and external imbalances. The investment share of GDP (at 48.7%) as the
biggest component in final demand and the household consumption share plummeted to 34.7%
in 2012. In contrast, the weight of net exports has been rising in the past decade, although it is
declining in recent years due to weak foreign demand (Figure 22).

GCC economies are unusually skewed toward net exports because of their oil. Net exports ac-
counted for 28.0% of final demand in 2012, compared with Asia29's 2.1% and China’s 2.8%. Only
the US and South Asia run trade deficits of a more significant nature, which accounted for —3.5%
and —7.6% of final demand, respectively, in 2012 (Table 7).

Basic necessities account for a high proportion of household consumption in lower-income coun-
tries, according to the cross-country version of Engel’s Law, which says that basic necessities will
account for a high proportion of household consumption for a lower per capita income group and
vice versa. They spend 30-60% of total consumption for food, which corresponds to Japan’s experi-
ence in the 1950s and the 1960s (Figures 29 and 30).

In the 2000s, investment recovered in the Asian economies and drove growth. For Singapore, Hong
Kong, and the ROC, however, the strength of net exports was still the dominant force behind their
economic growth. The growth slowed in the US and EU15, and the contributions of government
consumption to growth nearly tripled as contributions from investment took a plunge (Figures 34
and 38).

Labor productivity

@ For most Asian countries, the per capita GDP gap with the US is largely explained by their labor

productivity shortfalls of 80% or more against the US level. Only Singapore and Hong Kong have
effectively closed that gap. The relative labor productivity of Asia23 was 18% of the US in 2012
(Table 8 and Figure 39).

¢ Growth of per-worker GDP in Asia has outstripped that in the US, allowing catch-up. In particular,

the low-income countries appeared to experience a labor productivity growth spurt in the 2000s.
China achieved the fastest labor productivity growth of 9.5% on average per year in 2005-2012,
followed by Mongolia’s 7.2% and India’s 6.9%; this compares with the US’s 1.3%. Singapore’s 0.4%
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growth over the same period was the weakest performance among the Asian Tigers and Japan
(Table 9 and Figure 41).

The productivity gap based on GDP per hour is generally wider between Asian countries and the
US. While the adjustments are negligible for most Asian countries, the productivity gap signifi-
cantly widened by 14-31 percentage points for the Asian Tigers, suggesting that people work
much longer hours than in the US (Figure 42).

Most Asian countries experience faster growth in GDP per hour than the US. Among them, China’s
performance is the most outstanding, with average annual productivity growth doubling from
4.3% t0 9.0% between 1970-1990 and 1990-2012, compared to the US at 1.5% and 1.8% over the
same periods (Figure 44).

Mapped onto Japan’s historical trajectory of GDP per hour, most Asian countries cluster around the
level that Japan achieved in the 1950s and early 1970s, with the Asian Tigers being the clear front-
runners, sprinting away from the pack (Figure 46).

Total factor productivity

L 4

Eleven of the 18 Asian countries compared experienced faster TFP growth than the US over the
period 1970-2012, with China in a league of its own. Its TFP growth was at 3.1% on average per
year, compared with those of Thailand and Sri Lanka at 1.9% in second place and the US at 0.9%.
With TFP growing at 0.5% on average per year, Singapore’s productivity performance has been
weak relative to its economic counterparts (Figure 48).

Over the past four decades, economic growth in Asia has been predominantly explained by the
contribution of capital input, but the role of TFP growth should not be underestimated. Its contri-
bution accounted for over 20% of economic growth in 11 of the 18 Asian countries compared, with
it being most prominent in Sri Lanka (38%), China (36%), Thailand (35%), and Pakistan (31%)
(Figure 50).

The composition of economic growth is shifting over time. In the past two decades, the contribu-
tion of capital input (especially of non-IT capital) has been getting progressively smaller in Asia,
falling to a share of below 55% on average, while the contribution of TFP is getting progressively
more significant, rising to a share of above 35% on average in 2000-2012 (Figure 52).

The evident rise in the contribution of information technology (IT) capital is noteworthy. By the
2000s, it had risen to above 5% in most Asian countries compared, while accounting for around
one-third of economic growth in Japan and the US. The allocation shift towards IT capital started
two decades earlier in the US than in any Asian country (Figures 52 and 55).

Over the past decades, it has been observable that economic growth has decelerated in the early
starters (Japan and the Asian Tigers). Their experience lends support to the likelihood of an even-
tual slowdown in China; the question is more likely “when,” than “if” TFP growth slowed from its
former peaks achieved in the late 1970s or late 1980s until recent years when countries experi-
enced TFP resurgence (Figure 54).
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Capital deepening and capital productivity

¢ Capital deepening appears to be an accompanying process of rapid economic development. The
early starters (i.e., Japan and the Asian Tigers) underwent more rapid capital deepening in the ini-
tial period whereas the reverse is true for the currently emerging Asian economies. For example,
the rise in capital-labor ratio decelerated from 10.2% on average per year to 7.1% in Korea be-
tween 1970-1990 and 1990-2012, whereas it doubled in China from 5.3% to 10.6% (Figure 58).

¢ Capital deepening tends to go hand in hand with deterioration in capital productivity. China’s per-
formance is particularly impressive as its acceleration in capital deepening over the past two de-
cades did not compromise its capital productivity as much as the early starters in the early period
(Figure 59).

@ Overalong period stretching four decades, a downward trend in labor productivity growth can be
seen among the early starters, but there is a step up in China and India. Singapore’s productivity
performance, albeit robust compared with other mature economies like the US, has been very
modest against its Asian counterparts (Figure 66).

Industry structure

¢ Evidence supports the view that a country’s industry structure transforms with its economic devel-
opment. There is a broad negative correlation between the share of agriculture in total GDP and
per capita GDP. Finance, real estate, and business activities increase in weight as countries move up
income levels, whereas mining is the sector that defines the oil-exporting countries (Figure 67).

¢ Manufacturing is a significant sector, accounting for over 20% of total value added in most Asian
economies. It is particularly prominent in China, Korea, Thailand, the ROC, Malaysia, and Indonesia,
in which higher TFP growths are measured in 2000-2012 (Figure 68). Asian manufacturing is dom-
inated by machinery and equipment in the richer Asian economies while their poorer counterparts
concentrate on light manufacturing such as textiles and the food industry (Figure 69).

¢ While Asian countries are diversifying away from agriculture, the sector still dominates employ-
ment, accounting for 38% of total employment in 2012 for Asia29, down from 61% in 1980. Its
share in total value added decreased more moderately, from 14% to 10% over the same period.
Shifting out of agriculture into more efficient sectors will boost economy-wide productivity
(Figures 70 and 73).

# Manufacturing is a main absorption sector for workers who have been displaced from the agricul-
ture sector, especially in the initial stages of economic development. In Korea and the ROC, expan-
sions to manufacturing output could account for the increases of employment in the 1970s and
the 1980s. Since the 1990s, however, the manufacturing sector has no longer been an absorption
sector of employment, regardless of the sound expansion of production in this sector. (Figure 75).

Industry origins of economic growth

¢ Our results support the observation that China and India have taken different development paths,
with the former relying more on the traditional growth engine of manufacturing and the latter
on services. In the past two and a half decades China has been undergoing a slight transition, with
its growth shifting away from manufacturing-driven to more services-driven. In the period
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2000-2012, the contributions to economic growth by manufacturing and services were 35% and
44%, respectively, compared with 44% and 34% in the 1990s (Figures 77 and 78).

In contrast, growth in India has always been more driven by services, the contribution of which
rose from 51% in the late 1980s to 64% in 2000-2012, while manufacturing usually contributes
one-fifth or less (Figures 77 and 78).

A total of 29% of Asia29's regional growth originated from the expansion of manufacturing in the
2000s, 60% of which was accounted for by China. In other words, China’s manufacturing alone
contributed 17% to regional growth (Figure 81).

The importance of manufacturing as a contributor to overall labor productivity growth has never
waned in Korea and the ROC. However, manufacturing has never been a major contributor in India
in its recent development process, or in Hong Kong and Sri Lanka in 2000-2012 (Table 16 and Fig-
ure 85).

Real income and terms of trade

L 4

Real GDP could systematically underestimate (or overestimate) growth in real income if terms of
trade improve (or deteriorate). It is generally observed that the trading gain effect is more signifi-
cantin the short term than in the long term. Our findings confirm this observation, with the excep-
tions in some oil-exporting countries such as Kuwait and Brunei, where trading gain has always
been positive and significant (Table 17 and Figure 92).

Positive net primary income from abroad also bolsters a country’s real income. In Japan and the
Philippines, net primary income from abroad has been rising steadily, albeit at different magni-
tudes. In Japan, it rose from 0.7% of GDP in 1990 to 3.2% in 2012, compared with 1.4% in 1990 and
31.4%in 2012 in the Philippines. Singapore’s historical margin fluctuates within a large range when
compared with other rich economies — from +1.9% in 1997 to —7.1% in 2004, but on the whole, it
has been more negative than positive (Figure 86).

Our results show that for most countries studied, the difference between growth of real GDP and
real income (reflecting the combined effect of trading gain and net primary income from abroad)
was within the margin of £20% over the long period from 1970-2012; Kuwait and Brunei appear to
be the outliers (Figure 87).

The five countries that have been enjoying a trading gain over 1% per annum in the past four de-
cades are all oil-exporting countries. Among them, only Iran managed to achieve a positive growth
in labor productivity. In contrast, export-oriented, high productivity Asian countries have been fac-
ing a deteriorating trading gain position as a price of their own success (Figure 93).

Asia is a diverse regional economy in which countries have embarked on their own journey of eco-
nomic development at different times and different paces. As shown by our analysis, nearly all coun-
tries are making concerted efforts to move away from agriculture and accumulate capital in order to
improve their growth potential and catch up with the West. Their efforts are yielding results beyond
just impressive growth rates. The evidence gained from our research confirms that countries’ capital
accumulation is accompanied by strong productivity improvements. Through the statistics and data
presented in this report, one manages to catch a glimpse of the current unparalleled economic dy-
namics inherent in the region.



EJ Growth of Asian Economy

In the past two decades, the story of the world economy belonged to Asia, featuring its steady rise in
economic prowess. Before the mid-1980s, the fortune of Asia closely followed that of Japan but 1988
marked the start of their paths decoupling. The Asian economy is no longer defined by Japan alone
(Figure 1). Asian growth consistently has been outperforming the West over the past two decades.
With the exception of 1997-1999, when the economy was adversely affected by the Asian financial
crisis, Asia29 has been growing faster than the US and EU15 by more than 3 to 4 percentage points on
average per year. This gap has been widening in recent years. In 2009, at the height of the global finan-
cial storm, the growth differentials were 7.1 and 8.6 percentage points with the US and EU15, respec-
tively. In 2010, simultaneous large-scale fiscal stimulus packages helped major economies rebound
strongly, before growth slowed again in 2011. The fortunes of economies were mixed in 2012. The

slowdown in growth was less pro-
nounced in Asia than in the previ-
ous year. Plagued by the euro crisis,
EU15 saw their economy shrink by
0.6%, whereas the US and Japanese
economies picked up. Despite that,
the differences in growth perfor-
mance have been sustained. It is
therefore no surprise that the center
of gravity in the global economy is
gradually shifting toward Asia. In
2012, the Asian economy contribut-
ed 41% (38% for Asia29) of world
output, compared with the US and
EU27, each accounting for 20% and
19%, respectively (Figure 2). The
International Monetary Fund (IMF)
(2014) projects the Asian share
in world output will continue to
rise, reaching 46% (43% for Asia29)
by 2019. In contrast, the output
shares of the US and EU27 will
shrink by a similar extent to 18%, and
17%, respectively.

To better understand the dynamics
of the long-term economic growth
within the region, the remainder of
this chapter details countries’ diverse
development efforts and achieve-
ments since the 1970s, through
cross-country level comparisons of
GDP and other related performance
indicators.* To facilitate internation-

i \// S .
4 P N ‘ ( A
¢W\YA\\/%% \V/\\JfQ\\Y ¥

Asia29 ' EUT5

—_6 .
1970 1975 1980 1985 1990 1995 2000 2005 2010

Figure 1 GDP Growth of Asia, the EU, Japan, and the US,
1970-2012
——Annual growth rate of GDP at constant market prices

Sources: Official national accounts in each country, including author adjustments.
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Figure 2 Share of Asia in World GDP in 2012 and Projec-
tion for 2019
——Share of GDP using constant PPP
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Source: IMF, World Economic Outlook Database, April 2014.

al level comparisons, harmonized GDP for each of the individual countries® is expressed in its equiv-
alentin a common currency unit (customarily in the US dollar), using a set of conversion rates between
the individual national currencies. The choices for conversion rates are exchange rate and PPP.
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Table 1 GDP using Exchange Rate, 1970, 1990, 2000, 2010, 2011, and 2012
——GDP at current market prices, using annual average exchange rate

1970 (%)

1990 (%)

2000 (%)

2010 (%)

2011 (%)

2012 (%)

Japan 209 1000 Japan 3,097 1000  Japan 4741 1000 China 5931 1000  China 7322 1000  China 8221 100.0
China 92 439  (hina 390 126 China 1198 253 Japan 5507 929  Japan 5919 808  Japan 5951 724
India 61 290  India 322 104 Korea 53 13 India 1649 278 India 1857 254 India 1823 222
Pakistan 12 58  Korea 270 87 India 468 99  Korea 1015 171 Korea 1,114 152 Korea 1,130 137
Iran 11 54  ROC 165 53 ROC 326 69  Indonesia 719 121 Indonesia 858 117  Indonesia 889 108
Indonesia 10 47  Indonesia 127 41  SaudiArabia 190 40  SaudiArabia 531 89  SaudiArabia 674 92  SaudiArabia 739 9.0
Bangladesh 10 47  SaudiArabia 118 38  HongKong 169 36  Iran 467 79 Iran 637 87 Iran 617 75
Korea 9 43 Iman 94 30 Indonesia 168 35  ROC 428 72  ROC 465 64  ROC 475 58
Thailand 7 35  Thailand 88 29  Thailand 126 27  Thailand 339 57 Thailand 367 50  Thailand 393 48
Philippines 7 32  HongKong 77 25  Ian 110 23 UAE 294 50  UAE 3% 49 UAE 392 48
ROC 6 27 UAE 51 17  UAE 105 22 Malaysia 239 40 Malaysia 279 38  Malaysia 293 36
Saudi Arabia 5 26  Pakistan 4 15  Singapore 94 20  Singapore 233 39  Singapore 272 37  Singapore 284 35
Malaysia 4 19  Philippines 46 15 Malaysia 94 20  HongKong 224 38  HongKong 244 33  HongKong 258 3.1
Hong Kong 4 18  Malaysia 45 15  Philippines 81 17  Philippines 199 34 Philippines 24 31 Philippines 250 30
Kuwait 3 14  Singapore 39 13 Pakistan 7215 Pakistan 176 3.0 Pakistan 21129 Pakistan 24 27
Myanmar 3 13 Bangladesh 29 09  Bangladesh 46 10 Qatar 12721 Qatar 174 24 Qatar 195 24
SriLanka 3 12 Kuwait 19 06  Kuwait 38 08  Kuwait 123 21 Kuwait 164 22 Kuwait 187 23
Singapore 2 09 Oman 1204  Vietnam 33 07  Vietnam 117 20 Vietnam 13719  Vietnam 15719
Vietnam 1 06  Srilanka 8 03 Oman 20 04  Bangladesh 100 17  Bangladesh 108 1.5  Bangladesh 113 14
UAE 1705  Qatar 7 02  Qatar 18 04  Oman 5 10  Oman 70 1.0  Oman 79 10
Nepal 1 05  Vietnam 7 02  Srilanka 17 04  Srilanka 5 08  Srilanka 59 08  Srilanka 60 07
(ambodia 1 04  Myanmar 5 02  Bahrain 8 02  Myanmar 42 07  Myanmar 5 08  Myanmar 60 07
Qatar 1 03  Bahrain 5 01  Myanmar 7 02  Bahrain 26 04  Bahrain 29 04  Bahrain 30 04
Bahrain 0 02  Nepal 4 01 Nepal 6 01  Nepal 19 03  Nepal 2103 Nepa 20 02
Oman 0 01 Brunei 301 Brunei 6 01 Brunei 14 02  Brunei 17 02  Brunei 17 02
Fiji 0 01  (ambodia 2 01  Cambodia 4 01  (ambodia 11 02  (ambodia 13 02  (ambodia 14 02
Brunei 0 01 Fi 1 00 Fi 2 00 LaoPDR 7 01  Mongolia 9 01  Mongolia 0 01
Mongolia 0 01  Mongolia 1 00 LaoPDR 2 00  Mongolia 6 01  LaoPDR 8 01 Lao PDR 9 01
Lao PDR 1 00 Mongolia 100 Fiji 301 Fiji 4 01 Fiji 4 00
(regrouped) (regrouped) (regrouped) (regrouped) (regrouped) (regrouped)
AP020 357 1709 AP020 4,473 1444 AP020 7,092 1496 AP020 11,509 194.1 AP020 12,806 1749 AP020 12974 157.8
Asia23 451 216.1 Asia23 4872 1573 Asia23 8304 175.2 Asia23 17,495 295.0 Asia23 20,201 2759 Asia23 21,272 2588
Asia29 462 2 Asia29 5083 1641 Asia29 8,084 1832 Asia29 18,654 3145  Asia29 21,668 2959 Asia29 22,894 2785
East Asia 319 1528 East Asia 4001 1292 East Asia 6,969 147.0 FastAsia 13,111 221.1 EastAsia 15,073 2059 FastAsia 16,045 1952
South Asia 86 413 SouthAsia 412 133 SouthAsia 609 128  SouthAsia 1,993 336  SouthAsia 2,257 308  SouthAsia 2239 272
ASEAN 35 166 ASEAN 363 117 ASEAN 614 130  ASEAN 1920 324 ASEAN 2230 305  ASEAN 2367 288
ASEANG 30 144 ASEANG 349 113 ASEAN6 569 120 ASEANG 1743 294 ASEANG 2017275 ASEAN6 2127 259
LMV 5 22 LMV 14 05 LMV 45 10 LMV 177 30 LMV 21329 LMV 240 29
GCC 151 6 21 68 G 380 80  GCC 1159 195 G 1467 200  GCC 1622 19.7
(reference) (reference) (reference) (reference) (reference) (reference)
us 1,038 4976  US 5801 1873  US 9952 2099  US 14499 2445 US 15076 2059  US 15,775 1919
EU15 1,209 579.5 EU15 6,155 1987 EU15 9,571 2019 EU15 14,051 2369 EU15 14636 199.9 EU15 14925 1815
EU27 10,637 2244 EU27 16,124 271.9 EU27 16,840  230.0 EU27 17,215 2094
Australia 45 216 Australia 32 104 Australia 406 86  Australia 1277 215 Australia 1516 207 Australia 1,558 19.0
Turkey 24 15 Turkey 200 65  Turkey 267 56  Turkey 734 124 Turkey 778 106 Turkey 791 96

Unit: Billions of US dollars.

Sources: Official national accounts in each country, including author adjustments.
Note: See Appendix 1 for the adjustments made to harmonize GDP coverage across countries.

3.1 Economic Scale and Growth

Table 1 provides snapshot-level comparisons of Asian countries, based on GDP at current market
prices using exchange rates,® for the six separate years of 1970, 1990, 2000, 2010, 2011, and 2012. By
this measure, Japan had been the largest economy in Asia until 2010 when China finally overtook Ja-
pan’s position to become the second-largest economy in the world after the US. Japan clearly surged
ahead between the 1970 and 1990 comparisons, dwarfing the relative size of all other Asian economies



3.1 Economic Scale and Growth

and reducing the US lead from five times to less than two
times its economy. The turn of Japan’s fortune came in
1990, when the country’s excessive growth years of the
late 1980s ended and its descent began. Thereafter, stag-
nation in Japan combined with vibrant growth in devel-
oping Asia has resulted in the rapid erosion of Japan’s
prominence in the regional economy. The countries that
make up the four largest Asian economies (China, Japan,
India and Korea) have been consistent with their positions
rather secure in the past two decades, whereas ASEAN as
a group has been demonstrating vigor in catching up
since 2000. On this measure, Asia29 was 45% and 53%
larger than the US and EU15 in 2012, respectively.

Comparisons based on exchange rates however, could
appear arbitrary as movements in exchange rates can be
volatile and subject to short-term or substantial fluctua-
tions of speculative capital flows and government inter-
vention. Furthermore, comparisons based on exchange
rates typically underestimate the size of a developing
economy and, in turn, the perceived welfare of its resi-
dents. The scale of economy rankings change dramatical-
ly when international price differences are properly taken
into account.’

Figure 3 shows the extent to which the exchange rates
have failed to reflect countries’ price differentials properly
relative to the US, based on the PPP estimates of the 2011
International Comparisons Program (ICP) round pub-
lished in April 2014. With the exception of Japan and
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Figure 3 Price Level Indices of GDP,
2011

——Ratio of PPP to exchange rate (reference
country=US)

Sources: Analysis of Main Aggregate rates by United
Nations Statistics Division (UNSD) and PPP by World
Bank (2014).

4: The database used in the Databook series includes author adjustments made to better harmonize GDP coverage across coun-

IS

~

tries. GDP reported in this edition includes the final consumption of financial intermediation services indirectly measured (FISIM).
Although our database mainly follows the 1993 SNA, the current decision to exclude investment of valuables and to include soft-
ware investment and final consumption of FISIM is detailed in Appendix 1. At the end of 2011, Thailand officially switched to the
1993 SNA, and its national accounts became compatible with the 1993 framewaork for the first time. To construct the long time-
series data in this report, back data based on the 1968 SNA has been adjusted to be consistent with the new series. For example,
government consumption in the new series includes consumption of fixed capital (CFC) owned by the government since 1990.
Government capital stock and its CFC for the period 1970-1989 are estimated and the past government consumption and GDP
are adjusted accordingly. In the new Vietnamese National Accounts published in 2013, the GDP was upwardly revised by about
9% (mainly due to the introduction of FISIM) and was published after the year of 2005. The backward estimates before 2004 are
estimated and GDP are adjusted accordingly. There are also some revisions to the data, largely results of national accounts revi-
sions including backward amendment and/or benchmark revisions. The Databook 2014 reflects some large revisions published by
national statistical offices in 2013 and in the first quarter of 2014.

Appendix 1 discusses the extent to which countries’ GDP data are comparable.

: The exchange rates used in this Databook are the adjusted rates, which are called the Analysis of Main Aggregate (UNSD data-

base) rates in the UN Statistics Division's National Accounts Main Aggregate Database. The AMA rates coincide with the IMF rates
(which are mostly the annual average of market or official exchange rates) except for some periods in countries with official fixed
exchange rates and high inflation, when there could be a serious disparity between real GDP growth and growth converted to US
dollars based on IMF rates. In such cases, the AMA adjusts the IMF-based rates by multiplying the growth rate of the GDP deflator
relative to the US.

: This is because exchange rates embody the trade sector bias (i.e, is more influenced by the prices of traded than non-traded

goods and services) and thus do not necessarily succeed in correcting the price differentials among countries. As developing
economies tend to have relatively lower wages and, in turn, lower prices for non-traded goods and services, a unit of local cur-
rency has greater purchasing power in the local economy than reflected in its exchange rate.
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Australia, exchange rates systematically under-represent the relative purchasing power for all the
countries covered in this report. The underestimation is substantial for some, ranging from 23% for
Korea to 72% for Pakistan. Thus, the exchange-rate-based GDP considerably underestimates the eco-
nomic scales in real terms for those countries. By taking into account the international price differen-
tials, PPP rectifies the trade sector bias, and in turn the relative size of economies can be more
adequately measured.®

Table 2 GDP using PPP, 1970, 1990, 2000, 2010, 2011, and 2012
——GDP at constant market prices, using 2011 PPP, reference year 2012

1990
Japan 1,512 1000  Japan 3,665 100.0 China 4,636 100.0 China 12,561 100.0 (hina 13,729 100.0 China 14,779 100.0
India 662 437  China 1719 469 Japan 4163 898 India 5508 439 India 585 425  India 6,119 414
China 387 256  India 1540 420  India 2644 570  Japan 4492 358 Japan 4472 326  Japan 4537 307
Iran 29 196 Indonesia 787 05 Indonesia 1,197 258 Indonesia 1991 159 Indonesia 2122 155 Indonesia 225 153
SaudiArabia 247 164  SaudiArabia 615 168  Korea 944 204 Iran 1439 115 lIran 1477 108  Korea 1,500 102
Indonesia 190 126 lIran 533 145  SaudiArabia 806 174  Korea 1418 113 Korea 1470 107  SaudiArabia 1,482 100
Kuwait 148 98 Korea 501 137 ran 788 170 Saudi Arabia 1,289 103 SaudiArabia 1,400 102 ran 1394 94
Pakistan 170 73 Thailand 376 103 ROC 606 131  Thailand 914 73 ROC 923 67  Thailand %5 67
Philippines 110 73 ROC 331 90  Thailand 586 126  ROC 886 7.1 Thailand 920 67  ROC 936 63
Thailand 92 61 Pakistan 321 88  Pakistan 473 102 Pakistan 740 59  Pakistan 762 56  Pakistan 79% 54
Korea 84 56  Philippines 235 64  Malaysia 3% 7.7 Malaysia 566 45 Malaysia 595 43 Malaysia 626 42
Bangladesh 77 51 UAE 206 56  UAE 337 73  Philippines 533 42  Philippines 552 40  Philippines 590 4.0
ROC 63 42 Malaysia 177 48 Philippines 334 72 UAE 502 40 UAE 523 38 UAE 546 37
Malaysia 44 29  HongKong 154 42 HongKong 226 49 Vietnam 400 32 Vietnam 425 31 Vietnam 448 30
Vietnam 41 27 Bangladesh 117 32  Singapore 211 46  Singapore 369 29 Singapore 391 28  Singapore 398 27
Hong Kong 34 22 Singapore 106 29  Vietnam 19 42  HongKong 337 27 HongKong 353 26  Bangladesh 374 25
SriLanka 23 15 Kuwait 91 25  Bangladesh 187 40  Bangladesh 330 26  Bangladesh 352 26  HongKong 359 24
Singapore 21 14 Vietnam 91 25  Kuwait 160 35  Kuwait 24319 Kuwait 267 19 Kuwait 29 20
Qatar 18 12 Oman 64 17  Oman 102 22 Qatar 25 19 Qatar 266 19  Qatar 282 19
Myanmar 17 11 Srilanka 58 16  Srilanka 9% 21 Myanmar 182 14 Myanmar 192 14 Myanmar 205 14
Brunei 11 07  Qatar 36 10 Qatar 69 15  Srilanka 160 13 Srilanka 173 13 Srilanka 184 12
UAE 10 07  Myanmar 29 08  Myanmar 58 13 Oman 142 11 Oman 144 10  Oman 152 10
Oman 10 07  Nepal 26 07  Nepa 42 09  Nepa 61 05  Nepal 64 05  Nepal 67 05
Bahrain 8 05  Brunei 20 06  Bahrain 29 06  Bahrain 52 04  Bahrain 53 04  Bahnain 55 04
Mongolia 3 02  Bahrain 18 05  Brunei 25 05  (ambodia 37 03  (ambodia 40 03 Cambodia 403
Fiji 2 01  Mongolia 9 02  (ambodia 17 04  Brunei 29 02  Brunei 30 02 Brunei 3102
Cambodia 9 02 LaoPDR 1203  LwoPDR 25 02  LaoPDR 27 02  LlaoPDR 29 02
Lao PDR 7 02  Mongolia 10 02  Mongolia 18 01  Mongolia 21 02  Mongolia 24 02
Fij 401 R 5 01 i 6 00 Fi 6 00 Fi 700

(regrouped) (regrouped) (regrouped) (regrouped) (regrouped) (regrouped)
AP020 3,538 2340 AP020 9,229 2518 AP020 13249 285.8 AP020 20,254 1612 AP020 20,992 1529 AP020 21,670 146.6
Asia23 4045 2674 Asiad3 11,203 3056 Asia23 18212 3928 Asia23 33092 2635  Asia23 34973 2547 Asia23 36,684 248.2
Asia29 4504 2978 Asia29 12257 3344 Asia29 19741 4258 Asia29 35564 2831 Asia29 37,630 2741 Asia29 39,490 267.2
East Asia 2233 1476  EastAsia 6614 1805  EastAsia 10832 2337  EastAsia 19775 1574  [EastAsia 20998 1529  EastAsia 22,135 149.8
South Asia 944 624  SouthAsia 2,146 585  SouthAsia 3535 763  SouthAsia 6817 543 SouthAsia 7,194 524  SouthAsia 7,539 51.0
ASEAN 575 380 ASEAN 1908 521 ASEAN 3,045 657 ASEAN 5059 403 ASEAN 5303 386 ASEAN 5610 380
ASEAN6 508 336 ASEAN6 1,766 482 ASEAN6 2,751 593 ASEAN6 444 351 ASEAN6 4618 336 ASEAN6 4885 331
My 7147 UMV 4439 MV 294 64 MWV 645 51 MV 685 50  (LMv 72449
GCC 475 314 GCC 1,059 289 GCC 1532 331 GCC 2473 197 GCC 2657 194 G(C 2806 190

(reference) (reference) (reference) (reference) (reference) (reference)
us 4920 3253 US 925 2525 US 12934 2790 US 15064 1199 US 1533 1117 US 15,775 106.7
EU15 5940 3928 EU15 10315 2814 EU15 12974 2799 EU15 14,673 116.8 EU15 14,888 108.4 EU15 14,806 100.2
EU27 14,707 317.2 EU27 16,852 1342 EU27 17,131 1248 EU27 17,064 115.5
Australia 278 184 Australia 502 137 Australia 709 153 Australia 955 76  Australia 99 72  Australia 1015 69
Turkey 237 157 Turkey 587 160  Turkey 843 182 Turkey 1234 98  Turkey 1343 98  Turkey 1372 93

Unit: Billions of US dollars (as of 2012).

Sources: Official national accounts in each country, including author adjustments.
Note: See Appendix 1 for the adjustments made to harmonize GDP coverage across countries.



3.1 Economic Scale and Growth

Table 2 repeats the same snapshot level comparisons of Asian countries as in Table 1, but based on
GDP at constant market prices using constant PPP for Asian countries. By correcting for international
price differentials, Asia29 has been expanding rapidly. It was 150%, instead of 45%, larger than the US
economy in 2012, having overtaken it in 1975 (Figure 4).° East Asia (China, the ROC, Hong Kong, Japan,
Korea, and Mongolia) caught up with the US in 2006 from a low base of 45% in 1970. In contrast, EU15
has been experiencing a gradual relative decline in economic size, from 121% of the US economy in
1970 to a low of 94% in 2012. Based on GDP using constant PPP, the weight of the world economy is
even more tilted toward Asia than portrayed by GDP using exchange rates. This reflects the fact that
nearly all Asian countries increase in relative size after international price differentials have been prop-
erly taken into account.

The relative size of China’s economy in 2012 was 326% or more than three times that of Japan, com-
pared with 138% when exchange rates are used in Table 1. Considering that the Chinese economy was
only 26% that of Japan and 59% that of India in 1970, represents remarkable growth. On this measure,
China overtook Japan after 1999 to become the leading economy in Asia (Figure 5).'° Similarly, its size
in 2012 increased from 52% to 94% relative to the US economy after adjusting for their price differ-
ences. Assuming that China and the US also grow at the usual pace as they have displayed since 2000,
China is projected to overtake the US economy in 2014.

Given that PPP for India have been revised by -24% in the 2011 ICP round (see Box 1), the effects have
been to raise the relative size of India. Relative to Japan, the Indian economy has been increasing from

US=100 Us=100
250 100
220

80
190
160 60
Asia29
130 4 EU15 40 4
us
L e N AR
20
70 4 APO20
East Asia
40 T T T T O

T T T T T T T T T T T T
1970 1975 1980 1985 1990 1995 2000 2005 2010 1970 1975 1980 1985 1990 1995 2000 2005 2010

Figure 4 Regional GDP of Asia and the EU,
Relative to the US, 1970-2012

—Indices of GDP at constant market prices, using
2011 PPP

Sources: Official national accounts in each country, including au-
thor adjustments.

Figure 5 GDP of China, India, and Japan,
Relative to the US, 1970-2012

—Indices of GDP at constant market prices, using
2011 PPP

Sources: Official national accounts in each country, including au-
thor adjustments.

8: It is therefore important to note that any international GDP comparisons are sensitive not only to revisions in national accounts
but also to revisions in multilateral PPPs, which are currently benchmarked every six years. PPPs for most Asian countries have
been revised downward, compared with what they would have been by extrapolating the 2005 benchmark PPP (see Box 1). This
has the effect of raising the relative sizes of these economies against the base economy. Consequently, the level comparisons in
Databook 2013, which were based on the 2005 benchmark PPP, are not comparable with the results presented in this Databook.

9: This compares with the finding in Databook 2013 that the economic size of Asia29 overtook the US in 1988.

10: The shift of the benchmark year PPP estimates from 2005 to 2011 has the effect of bringing forward the year when China overtook
Japan in relative GDP to 1999, from 2002 in Databook 2013.
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44% in 1970 to 135% in 2012, surpassing Japan 5
and replacing it as the second largest economy

in Asia in 2008. In 2012, the total GDP of the 40 +
three largest Asian economies alone was 61%
larger than the US economy.

ASEAN
30 +

South Asia
20 /
Figure 6 shows the rapid expansion of the rela-
tive size of the South Asian economy (consisting 10 4= /
of Bangladesh, India, Nepal, Pakistan, and Sri LMV
Lanka), 81% of which was accounted for by India
in 2012. ASEAN also showed vigor in their catch-
up effort. They were on a par with the South Figure 6 Regional GDP of South Asia, ASEAN,
Asian economy in 1996-1997 before the setback and GCC, Relative to the US, 1970-2012

ASEANG
GCC

0 T T T T T T T T
1970 1975 1980 1985 1990 1995 2000 2005 2010

caused by the Asian financial crisis of 1997-1998 5‘1”3;35 of GDP at constant market prices, using
took hold, set them on a lower growth path,
opening upa divergence once again_ In contrast, Sources: Official national accounts in each country, including au-

the progress of GCC'' countries flagged for two thor adjustmerts.

decades. Only in the past decade has it picked
up and brought the relative size of the country group back to its previous peak of the early 1980s.?

Countries' relative performance is also transformed when economic growth is used as the yardstick.
Table 3 presents cross-country comparisons of real GDP growth in Asia, covering the 1990s and
2000s." The rankings vary from period to period and are no longer dominated by the economic gi-
ants. In fact, small developing Asian countries, like Qatar, Myanmar, Cambodia, Vietnam, the Lao PDR,
and Mongolia, are equally capable of exhibiting exuberant growth. As labor costs are edging up in
China, the workshop of the world has started shifting its location to the neighboring countries such as
Cambodia, the Lao PDR, Myanmar, and Vietnam. To capture the dynamism, a new country group,
called CLMV, is formed for the Databook to track from this edition onward. They are clearly the faster
growing group among the ASEAN countries, at 7.6% on average per year compared with 4.8% man-
aged by ASEANG in the period 1990-2012.

At the other end of the table, Japan consistently has been struggling at the bottom over the past
two decades (1990-2012), with an average growth of 1.0% per year, compared with Asia29’s 5.5%
and the fastest growth of 9.8% achieved by China. During this period, only three Asian countries -
Brunei, Fiji, and Japan — grew slower than the US (2.4%), and only Japan grew slower than EU15
(1.6%). The divergence of growth performance between the Asian countries on the one hand and
the US and EU15 on the other was even more pronounced if focusing on the most recent years,

11: GCC consists of Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the UAE. These GCC countries display economic characteristics
very different from those of other Asian economies due to their preponderant reliance on the oil and energy sector. Together,
these countries account for about 45% of the world’s proven oil reserves and 25% of crude oil exports, and possess at least 17% of
the proven global natural gas reserves.

12: In interpreting the results in this report, one must bear in mind that conventional GDP tends to overstate the income of these oil-
exporting countries since it does not account for the depletion of natural resource stock, and in turn a large part of their GDP may
not be sustainable. Besides, GDP growth can underestimate the growth of real income available to the country brought about by
a favorable change in terms of trade, and vice versa. For an oil-exporting country, the growth wedge of the two measures could
be significant in the face of volatile oil prices. See Chapter 7.

13: Annual data maximize the use of available information and data, and are normally published two to three years in arrears. For
more timely analysis, quarterly economic data are used as they are normally published within a month of the reference period
and are subsequently revised as more data become available. A trade-off always exists between data timeliness and precision. See
Box 8 (p. 122) for more details.



3.1 Economic Scale and Growth

Table 3 GDP Growth, 1990-1995, 1995-2000, 2000-2005, and 2005-2012
——Average annual growth rate of GDP at constant market prices

1990-1995 1995-2000 2000-2005 2005-2012 1990-2012 2000-2012

China 116 Qatar 106 Myanmar 121 Qatar 145 China 98 Qatar 118
Malaysia 92  (hina 83 (hina 93 China 99 Qatar 94 Myanmar 10.5
Kuwait 92 Myanmar 82  (ambodia 90  Myanmar 93 Myanmar 89  (hina 9.7
Singapore 82  Vietnam 73 Vietnam 80  Mongolia 85 Vietnam 73 (ambodia 76
Thailand 8.1  (ambodia 70 Qatar 79  LaoPDR 78 Cambodia 72 Mongolia 76
Vietnam 8.1 UAE 63 Kuwait 72 India 73 Lao PR 6.7  LaoPDR 7.1
Korea 76  LaoPDR 60 Iran 68  (ambodia 6.7 India 63 India 7.0
Indonesia 76 India 57 India 66  Srilanka 6.5 Singapore 60  Vietnam 6.9
ROC 70 Singapore 56  Mongolia 63 Bangladesh 6.1 Malaysia 57  Bangladesh 58
(ambodia 65  ROC 51  LaoPDR 62  Vietnam 6.0 Sri Lanka 53  Srilanka 54
Lao PDR 6.2  Bangladesh 51  Bahrain 59 SaudiArabia 6.0 Bangladesh 53 Singapore 53
Oman 57 Korea 51 UAE 54 Indonesia 58 Kuwait 53 Indonesia 53
Myanmar 57 Srilanka 49 Thailand 53 Singapore 57 Bahrain 50  Bahrain 52
Bahrain 53 Nepal 48  Bangladesh 53 Oman 50 Korea 50  SaudiArabia 51
SriLanka 53 Malaysia 48 Pakistan 49 Philippines 49 Indonesia 48 Kuwait 49
India 51 Philippines 45 Singapore 47 Malaysia 47 ROC 47 lan 48
Hong Kong 51  Bahrain 42 Malaysia 46 Bahrain 47 Mongolia 45 Philippines 47
Nepal 49 Iran 41 Indonesia 46 Nepal 43 UAE 44 Malaysia 47
Pakistan 46 Oman 37 Philippines 45  Pakistan 39 Thailand 44 Thailand 43
Bangladesh 43 Mongolia 36  Korea 44 ROC 37 Iran 44 Pakistan 43
Iran 37 Pakistan 32 HongKong 41 HongKong 37 Nepal 43 UAE 40
UAE 36  HongKong 26  Srilanka 40 Thailand 36 Philippines 42 Korea 39
Brunei 3.1 SaudiArabia 26 SaudiArabia 37 Korea 35 Pakistan 41 HongKong 38
Saudi Arabia 28 Kuwait 21 ROC 35 Kuwait 33 Saudi Arabia 40 Nepal 38
Fiji 27 Fiji 20 Nepal 31 Ian 33 Oman 40 ROC 36
Philippines 25 Brunei 14 Brunei 21 UAE 31 Hong Kong 38 Oman 33
Qatar 23 Japan 08  Fiji 20 Fj 12 Fiji 19 Brunei 1.5
Japan 17 Indonesia 08  Japan 12 Brunei 11 Brunei 19 R 1.5
Mongolia —18  Thailand 07  Oman 10 Japan 04 Japan 10 Japan 07
(regrouped) (regrouped) (regrouped) (regrouped) (regrouped) (regrouped)
AP020 44 APO20 30 APO20 42 AP0O20 42 AP020 40 AP020 42
Asia23 57 AsiaZ3 43 Asia23 57 AsiaZ3 6.3 Asia23 56  AsiaZ3 6.0
Asia29 56  Asia29 42 Asia29 56  Asia29 6.2 Asia29 55 Asia29 6.0
East Asia 57 EastAsia 45 EastAsia 56  EastAsia 6.6 East Asia 57  EastAsia 6.1
South Asia 50 SouthAsia 53 SouthAsia 62  South Asia 6.8 South Asia 59  SouthAsia 6.5
ASEAN 73 ASEAN 25 ASEAN 52 ASEAN 53 ASEAN 51 ASEAN 52
AESEANG 73 AESEANG 20 AESEAN6 47 AESEANG 50 AESEANG 48  AESEANG 49
my 74 MV 74 MV 89 MV 70 (€i\% 76 MV 78
6CC 38 GCC 37 G 46 G(C 56 GCC 46 GCC 52
(reference) (reference) (reference) (reference) (reference) (reference)
us 25 US 42 US 24 US 11 Us 24 US 1.7
EU15 17 EUIS 29  EU1S 18 EUIS 0.6 EU1S 16 EUIS 1.1
EU27 29  EU27 19 EU27 08 EU27 17 EU27 1.2
Australia 31 Australia 38  Australia 33 Australia 27 Australia 32 Australia 3.0
Turkey 32 Turkey 41 Turkey 45 Turkey 38 Turkey 39 Turkey 41

Unit: Percentage.
Sources: Official national accounts in each country, including author adjustments.
Note: See Appendix 1 for the adjustments made to harmonize GDP coverage across countries.

with Asia29 growing at 6.2% on average per annum, compared with 1.1% in the US and 0.6% in
EU15 in the period 2005-2012.

The change of guards in Asia is clearly illustrated in Figure 7. While Japan was the standard-bearer in
yesteryears, China and India have emerged as the driving force propelling Asia forward over the past
two decades (1990-2012) and accounting for 45% and 16% of regional growth, respectively. Despite
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being the slowest growing econ- 1970-1990 1990-2012
. . P Japan 283 China
omy in Asia, Japan has remained China indin
the fifth largest contributor to Indiia Indonesia
. . Indonesia Korea
regional growth in 1990-2012, Saudi Arabia Japan
. . Korea Iran
due to its size. Iran Saudi Arabia
Thailand Thailand
. . ROC ROC
Looking at the four sub-periods UAE Pakistan
inTable 3, growth in the reference Pakistan Malaysia
. Philippines UAE
countries, namely the US, EU15, Malaysia Vietnam
. . . Hong Kong Philippines
and Australia, revived in the latter Singapore Singapore
half of the 1990s, before it dete- Oman Bangladesh
. . Vietnam Hong Kong
riorated in the subsequent two Sri Lanka Kuwait
. . Bangladesh Qatar
periods in the 2000s. Both the atar Myanmar o,
US and EU15 went through deep Brunei sriLanka 0.
. . . Myanmar Oman
recessions in 2009, following the Nepal Nepal |0.
. Bahrain Bahrain |0.
global financial storm. Consequent Mongolia Cambodia o
ly, the US managed a growth Cambodia Lao PDR |0.
o Lao PDR Brunei |0
of only 1.1% on average per year Fiji Mongolia |0
in the period 2005-2012. EU15 Kuwalt L LS R S -

1
. . 30% 0 10 20 30 40 50%
fared worse as they dipped into -

recession again in 2012 on the Figure 7 Country Contributions to Regional GDP Growth,

stress of the euro crisis. They man-
aged an average annual growth
of 0.6% over the same period.
Growth in Australia has been
faster than that in the US and

1970-1990 and 1990-2012
—=Contribution share to the growth of gross regional products (growth
rate of Asia29=100)

Sources: Official national accounts in each country, including author adjustments.
Note: The starting periods for the Lao PDR and Cambodia are 1984 and 1987, respec-

EU15, and sustained by, among tively.

other things, China’s surging de-

mand for commodities even through the turbulent years of global financial crisis. Growth in Asia has
gone from strength to strength, with a blip in the second half of the 1990s due to the Asian financial
crisis. Fastest acceleration has been achieved by South Asia, from an annual average growth rate of
5.0% in 1990-1995 to 6.8% in 2005-2012, compared with 5.7% and 6.6% for East Asia, respectively.
Among all country groups, ASEAN6 was most impacted by the Asian financial crisis of 1997, which
slowed its average annual growth drastically from 7.3% to 2.0% in 1990-1995 and 1995-2000, respec-
tively (see Figure 6). More than one decade later, it has not yet fully recovered its pre-crisis growth vi-
tality, with the 2005-2012 average annual growth rate 2.3 percentage points lower than in the first
half of the 1990s. CLMV on the other hand has been the fastest growing country group in Asia.

Based onTable 3, it is easy to assume that Asia has not been even slightly affected by the global finan-
cial crisis, as Asia29's growth rate accelerated from 5.6% to 6.2% between 2000-2005 and 2005-2012.
But, in fact, Asia29's growth slowed significantly from a recent peak of 8.2% in 2007, to 4.9% in 2008
and further to 4.0% in 2009, before rebounding strongly to 8.0% in 2010. Growth moderated again in
2011 to 5.8% and further to 5.0% in 2012, partly reflecting the retreating impact of the crisis response
in the form of fiscal stimulation. Out of the 29 countries, 11 Asian economies experienced negative
growth in 2009. Japan went through the deepest contraction of 5.7%. Of the Asian Tigers, only Korea
managed a narrow escape from recession with 0.3% growth in 2009.

It has been a subject of much debate whether the Asian economy has decoupled from the US and

EU15. If it has, the world economy will be substantially less volatile. Park and Shin (2009) show that
East Asia has seen a marked increase in intra-regional trade, and, at the same time, diversified its

20



3.1 Economic Scale and Growth

Box1 PPP Revisions by 2011 ICP Round

Purchasing power parities (PPPs) are indispensable inputs into economic research and policy analysis
involving cross-country comparisons of macroeconomic aggregates. They affect a double conversion
of macroeconomic measures, estimated in national currencies and price levels, into comparable cross-
country volume measures. These are expressed in a common currency and at a uniform price level.

PPPs are price relatives that show the ratio of the prices in national currencies of a comparable basket of
goods and services in different countries. They are compiled within the International Comparisons Pro-
gram (ICP) for GDP and its main aggregates. Comparisons are made from the expenditure side of GDP. To
this end, the ICP compiles PPPs by holding worldwide surveys at regular intervals (currently, every six
years) to collect comparable price and expenditure data for the whole range of final goods and services
that make up the final expenditure on GDP. In April 2014, the new benchmark PPP estimates were pub-

lished by the ICP 2011 round. For a number of method-
ological improvements, see Eurostat-OECD (2012) and
World Bank (2014).

Chapter 3 mainly provides the cross-country comparison
of economic volumes. To obtain comparable volume mea-
sures, the Databook uses the constant PPP approach. This
creates national series for volumes at the prices of a com-
mon reference year (2012), and deflates these by the PPP
for a fixed year (one of the ICP benchmark years). This
Databook uses the new ICP 2011 estimates. It is inevitable
that they will be compared with the results of the previous
round in 2005, which has provided the benchmark esti-
mate for the past Databook series in 2009-2013.

Figure B1 shows the revisions of PPPs in Asian countries at
the 2011 ICP round, in comparison with the 2005 ICP
round. The 2011 benchmark PPP for most of the Asian
countries are lower than suggested by their extrapolated
equivalents from the 2005 benchmark, with a difference
ranging from +3% for Korea to —47 % for Myanmar. With
the exception of Singapore, it is observed that revisions
for the more mature economies are much smaller (rang-
ing within +4%) than those for the rapidly developing
economies (with downward revisions larger than 10%).
Therefore, the impact of the PPP revisions is to raise the
relative size of Asian economies, moving them closer to
the level of the more mature economies. More specifically,
the PPP revisions for India and China are —24% and -16%
respectively. As a result, the relative position of India has
improved considerably in cross-country level compari-
sons after PPP revisions.
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Figure B1 Revisions of PPP for GDP
by 2011 ICP Round

—Ratio of the 2011 ICP PPP to the 2005 ICP
PPP (extrapolated for 2011)

Source: World Bank, World Development Indicators
2014.

export markets to other parts of the world resulting in an output movement that is more idiosyncratic
than before. In turn, East Asia is less dependent on the US. Such increased self-subsistence is a neces-
sary adaptation. In recent years the US has become less and less reliable as an outlet of China’s final
goods export. In contrast, the impact of Asia’s extra-regional integration with the global financial mar-
kets on business cycle synchronicity is less clear-cut. While deep financial markets allow more risk di-
versification, and the smoothing out of consumption, closer integration also provides the conduit for
financial contagion. East Asia still suffers from the flight for quality when a crisis strikes. As the im-
pact of the global financial crisis was filtering through, Asia seemed immune to the adverse impacts
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Group 1 Group 2 Group 3 Group 4 Group 5
=z w
$2z8¢852:28%583:2822:572¢82E55253228)22823
China (CHN) 1.0
Hong Kong (HKG) 04 10
Japan (JPN) 0.1 07 1.0
Korea (KOR) 02 08 07 10
Mongolia (MGL) -05-05-02-02 1.0
ROC (ROC) 06 08 06 0.7-07 1.0
Bangladesh (BAN)  —02-0.1-04-0.3 0404 1.0
India (IND) 0.1-03-03-0.1 06-03[ 03 1.0
Iran (IRN) 00 02 02-0.1-04-00 00-00 1.0
Nepal (NEP) 0.1 0.1-03 0.1-02-0.1{ 0.1 03 04 10
Pakistan (PAK) 03 03 04 03-04 0502 00 04-02 10
Sri Lanka (SRI) 03 03 00 0.1-0.1 0.1/ 0.2-02-03 02-06 1.0
Brunei (BRN) 03 04 05 06-02 0602 02 03 00 09-05 1.0
Cambodia (CAM)  —03 0.2 02 06 03 0300 00-02-0.1 03-03| 05 1.0
Fiji (FIJ) 03-0.1-03 0.1 0.1 0101 07-00 02 03-05/ 05 04 1.0
Indonesia (IDN) 05 09 08 09-04 08-03-02 0.1 00 04 02/ 05 0.1-00 1.0
Lao PDR (LAO) 04 04 02 05 03 03/ 0.1 06-03-0.1 02 00| 04 04 06 05 1.0
Malaysia (MAL) 05 09 08 09-04 08-03-0.1 0.1 01 03 02/ 05 02 00 1.0 05 10
Myanmar (MYA) -00 02-02 0.1 03-02 08 05 02 02 0.1 00} 02 04 04-01 05 00 1.0
Philippines (PHL) -0.1-00 00 00 07-04 04 06-0.1 0.1-0.5 03}-03-0.2 00 0.0 05 0.1 03 1.0
Singapore (SIN) 05 09 06 08-03 0.7-0.1-00-00 0.2 00 05/ 02 0.1 00 09 06 09 02 03 1.0
Thailand (THA) 06 07 06 08-06 09-05-00 02 03 06-00 08 02 03 08 04 08 00-02 07 1.0
Vietnam (VIE) 06 0.2 04 01 0.1 0.1/ 0.1 05-00-0.1 02 02| 02-04 0.1 05 06 05 0.1 06 04 03 1.0
Bahrain (BHR) 03 0.1-03-0.1=06 00 0.1-0.1 04 08-0.1 03|-0.2-05-00 0.0-03 0.1 00-0.2 0.1 02-0.1 1.0
Kuwait (KWT) 06 0.1-04-02-0.1 00/ 05 05 0.1 0.1 02 0.1]01-02 05-00 05 00 06 0.1 02 0.1 04 04 1.0
Oman (OMN) 05 05 03 01207 04 0.1-05 0.1-02 03 04/ 00-04-05 05-0.1 04-0.1-03 04 03 03| 03 03 1.0
Qatar (QAT) -0.2-0.1-02-03 04-05 06-0.1-04-05-03 0.1-0.5-0.1-03-03 0.1-03 02 03-0207 0.1-0.2 02 02 1.0
Saudi Arabia (SAU)  —02 02 04-00-05 0203508 04-04 04-02| 0.1-0.1506 0.1=06 0.1 -04=06-02 00-03-00-04 05 00 10
UAE (UAE) 02 03 04 03 06-0.1] 05 03-0.1-03-00 02| 0.1 04-0.1 02 05 02 05 06 03-0.1 0406 00-00 04-02 1.0
Australia (AUS) 02-05:02-05 05-0.5 04 0.7-03 00-0.3 00[-04-0.3 05-0.5 04-04 03 05-0.2-04 04| 0.0 06-03 04507 00| 1.0
Turkey (TUR) 0.1 0.1 00-02-02-0.3 05-00 03 0.2-0.1 03}-0250.4-04 0.1-02 0.1 00 02 0.1-0.1 04/ 06 03 06 03 0.1 0000 1.0
EU15 =07-02 01-00 07-04 04 00-0.2-05-0.1-0.1 0.0 06-0.2-03 0.1-03 04 02-03-04-0207-04-03 04 0.1 0.7-0.1-03 1.0
us -02-02-05-03 0.7-06 0.7 06-02-00-03 0.0|-03 0.2 04-04 05-03 0.7 06-0.1-0.5 0.11-0.2 05-04 05=06 05| 0.7-0.1 04 1.0
If greater than 0.55 If less than —0.55

Figure 8 Correlation of GDP Growth, 1990-2000
——Correlation of GDP growth at constant market prices

Sources: Official national accounts in each country, including author adjustments.

initially. However, once global investors began to retreat from the region and the financial menace
began to inexorably spread through the real economy, Asia, too, started to slow.

Figures 8 and 9 compare the correlation coefficients of growth rates among countries in the 1990s and
the 2000s, respectively. Countries are grouped by region. Overall, the fortunes of the reference coun-
tries have become increasingly tied to Asia in a pro-cyclical manner. It is interesting to note that Chi-
na’s correlation with the US and EU15 has moved from negative to moderately positive. Correlation
among the East Asian countries has strengthened over time. With the exception of China, their corre-
lation with the US and EU15 has strengthened as well. The correlation among countries in Group 3 and
their correlation with the US and EU15, has also grown much stronger. Therefore, comparisons of the
correlation coefficients of growth between the two periods lend support to an increase, not a de-
crease, in business cycle synchronicity.
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3.2 Catching Up in Per Capita GDP

Group 1 Group 2 Group 3 Group 4 Group 5
=z Eal
T9E6¢8Ieetf5E32825z22 ¢f85538222 3
China (CHN) 10
Hong Kong (HKG) 06 10
Japan (JPN) 03 08 1.0
Korea (KOR) 04 06 07 1.0
Mongolia (MGL) 0.1 06 04 02 1.0
ROC (ROQ) 05 08 08 08 04 1.0
Bangladesh (BAN) 04 05 02-02 06 02 1.0
India (IND) 0.7 04 03 02-0.1 04 03 1.0
Iran (IRN) 05 03 02 06-04 04-04 05 1.0
Nepal (NEP) 04 0.1-02-02 03 02 03 0.1-00 1.0
Pakistan (PAK) 06 07 04 02 02 04 03 05 03 02 1.0
Sri Lanka (SRI) 04 06 04 01 06 0.7 06 04-0.1 07 04 1.0
Brunei (BRN) 00 03 05 06 02 04-02 02 03-03 00 0.1 1.0
Cambodia (CAM) 05 08 0.7 05 05 04 02 03 02-02 06 02 03 1.0
Fiji (FL) -03 03 04 05 04 04-00-04 0.1-03-0.1 00 05 0.1 1.0
Indonesia (IDN) 03 05 03 00 07 04 0.7 02-04 06 0.1 08-02 02-0.1 1.0
Lao PDR (LAO) 04 03 0.1-0.1 04 03 09 03-03 05 0.1 0.7-02-0.1-0.1 08 1.0
Malaysia (MAL) 04 08 09 06 06 09 03 02 0.1 03 04 0.7 04 06 04 06 03 1.0
Myanmar (MYA) 05 03 02 03-04 02-03 04 08-0.1 05-0.2 0.0 04-0.1-05-04 0.1 1.0
Philippines (PHL) 04 07 09 04 05 0.7 04 03-0.1 0.1 04 06 02 05 03 06 03 09 00 1.0
Singapore (SIN) 06 09 08 0.7 04 10 04 06 04 02 05 0.7 03 04 03 05 04 08 02 0.7 1.0
Thailand (THA) 02 05 09 06 02 06-02 02 02-0.1 04 02 04 05 04 0.1-02 0.7 03 08 05 1.0
Vietnam (VIE) 03 05 04 04-00 03-03 03 06-02 06-0.11 03 0.7 00-03-05 03 0.7 0.1 03 04 10
Bahrain (BHR) 0.7 05 04 03-00 03-00 04 05 0.1 06 0.1-00 0.7-03 0.0-0.1 04 08 04 03 04 0§ 1.0
Kuwait (KWT) 02 05 05 01 07 03 02 01 00 02 05 04 04 07 0.1 02-0.1 05 0.1 04 02 04 05 04 1.0
Oman (OMN) 0.1-0.2-0.2-0.3-0.1-0.3 0.5 0.0-0.5-0.1-0.2-0.0-0.5-0.2-0.3 0.3 0.670370370,070.170.4—0.d70.1—0,6 1.0
Qatar (QAT) 06 05 02 02 03 04 07 03 02 03 03 05-0.1 0.1 02 04 07 04 0.1 03 06-0.1-02 02-0.1 04 1.0
Saudi Arabia (SAU) 03 05 04-0.1 07 04 07 02-02 05 0.1 08-0.1 03 00 08 06 06-02 05 05 0.1-0.1 02 05 0.1 04 1.0
UAE (UAE) 03 07 06 03 06 04 02 0.1 02-00 06 04 04 08 04 0.1 00 07 04 06 04 06 0.5 05 08-04 02 04 1.0
Australia (AUS) 03 03 04 03 03 0.1-0.1 03 04-0.1 03-0.1] 0.7 06 0.1-02-03 02 03 0.1 0.1 03 0.5 03 06-06-02-00 06| 1.0
Turkey (TUR) 04 09 07 06 06 09 03 03 03 03 06 08 04 05 04 05 02 09 01 06 08 05 04 03 06-04 04 05 06/ 02 1.0
EU15 05 08 08 08 05 06 02 03 04-02 04 02 06 09 04 02-00 0.7 03 06 06 06 06 06 05-03 03 03 07/ 06 06 1.0
us 02 08 09 06 06 0.7 0.1 02 0.1-02 06 04 06 08 05 03-0.1 08 02 08 06 08 04 04 07-04 00 03 08/ 05 0.7 08 1.0
If greater than 0.55 If less than —0.55

Figure 9 Correlation of GDP Growth, 2000-2012
——Correlation of GDP growth at constant market prices

Sources: Official national accounts in each country, including author adjustments.

3.2 Catching Up in Per Capita GDP

Performance comparisons based on whole-economy
GDP do not take into account the population size and
can in turn exaggerate the wellbeing of countries with
large populations. Asia is the world’s most populous
region. In 2012, it accounted for 60% of the world’s

population (56% for Asia29), with China and India
alone accounting for more than one-third (Figure 10).

Based on per capita GDP, which adjusts for the differ-
ences in population size (but notincome distribution),
Asia’s rising economic giants (China and India) are still

substantially less well-off when compared with the US

standard. Conversely, the Asian Tigers fare exception-

ally well.

Others
28%

2012

Asia
60%

Figure 10 Share of Asian Population in
the World in 2012

Source: IMF, World Economic Outlook Database, April 2014.
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H Growth of Asian Economy

Table 4 Per Capita GDP using Exchange Rate, 1970, 1990, 2000, 2010, 2011, and 2012
——GDP at current market prices per person, using annual average exchange rate

1970 (%) 1990 (%) 2000 (%) 2010 (%) 2011 (%) 2012 (%)

Japan 199 1000  Japan 2506 1000  Japan 3735 1000  Singapore 4595 1000  Singapore 5253 1000  Singapore  53.52 100.0
HongKong 096 483  HongKong 1348 538  Hongkong 2538 679  Japan 401 936  Japan 4632 82  Japan 4667 872
Singapore 093 464  Singapore 1275 509  Singapore 2341 627  HongKong 3191 694  HongKong 3446 656  HongKong 3599 673
Fiji 043 214 ROC 808 322 ROC 1464 392 Korea 2054 447 Korea 2239 426 Korea 2259 422
Iran 039 198  Korea 631 252  Korea 1135 304  ROC 1849 402  ROC 2003 381  ROC 2038 381
ROC 039 195  Malaysia 249 100  Malaysia 400 107 Malaysia 835 182  Malaysia 960 183  Malaysia 992 185
Malaysia 036 179 Fiji 185 74 Fiji 210 56 Iran 6.28 137 Iran 848 16.1 Iran 810 151
Korea 028 139  Ian 171 68  Thailand 209 56  Thailand 514 1.2 Thailand 555 106  China 607 113
Thailand 021 106  Thailand 162 65  Iran 171 46  China 442 96  (hina 543 103 Thailand 593 111
Sri Lanka 021 105 Philippines 076 3.0 Philippines 106 28 Fiji 370 80 Fiji 428 81 Fiji 448 84
Pakistan 020 10.1 Indonesia 071 28  (hina 095 25  Indonesia 303 66  Indonesia 356 68  Indonesia 365 68

Philippines 0.8 93 Mongolia 058 23 Srilanka 089 24  Silanka 241 52 Mongolia 313 60  Mongolia 363 68
Bangladesh 014 69  Srilanka 049 19  Indonesia 081 22  Mongolia 225 49 Siilanka 285 54 Silanka 294 55
(ambodia 012 59  Pakistan 043 1.7 Pakistan 052 14  Philippines 216 47  Philippines 238 45  Philippines 261 49

India 011 56 India 039 15  Mongolia 047 13 India 140 30 Vietnam 156 30  Vietnam 177 33
China 011 55 (hina 034 14 India 046 12 Vietnam 134 29  India 153 29 India 149 28
Myanmar 010 50  Bangladesh 027 1.1 Vietnam 042 11 LaoPDR 111 24 LlaoPDR 128 24  laoPDR 142 27
Mongolia 009 47  Nepal 025 10  Bangladesh 037 10  Pakistan 101 22 Pakistan 119 23 Pakistan 124 23
Nepal 009 44  LaoPDR 021 08  LaoPDR 032 09  (ambodia 082 18  (ambodia 092 18  (ambodia 099 19
Indonesia 009 43  (ambodia 020 08  (ambodia 031 08  Nepal 072 1.6 Myanmar 092 18  Myanmar 098 18
Vietnam 003 14  Myanmar 013 05  Nepal 028 07  Myanmar 070 1.5  Nepal 079 15  Nepal 076 14

Vietnam 010 04  Myanmar 0.15 04  Bangladesh 068 15  Bangladesh 072 14  Bangladesh 074 14

Bahrain 188 944  Bahrain 927 370  Bahrain 1317 353 Bahrain 2083 453 Bahrain 2430 463 Bahrain 2492 46.6

Kuwait 395 1983 Kuwait 896 357  Kuwait 1794 480  Kuwait 4120 896  Kuwait 5340 1016  Kuwait 5855 1094
Oman 039 198  Oman 720 287  Oman 821 220  Oman 2143 466  Oman 2139 407  Oman 2169 405
Qatar 495 2484 Qatar 17.66 705 Qatar 2920 782 Qatar 7463 1624 Qatar 93.57 1781 Qatar 97.84 1828
SaudiArabia 093 465  SaudiArabia 7.6 290  SaudiArabia 944 253  SaudiArabia 1947 424  SaudiArabia 2429 462  SaudiArabia 26.13 488
UAE 427 2143 UAE 2886 1152 UAE 3520 942 UAE 3555 774 UAE 4074 776  UAE 4347 812
Brunei 149 746  Brunei 1292 515  Brunei 1781 477  Brunei 3566 776  Brunei 4324 823 Brunei 4358 814
(regrouped) (regrouped) (regrouped) (regrouped) (regrouped) (regrouped)

AP020 031 158  AP020 258 103 AP020 345 92 APO20 48 106  AP020 530 101 AP020 53199
Asia23 023 114 Asia23 167 67 Asia23 246 66 Asia23 464 101 Asia23 528 101 Asia23 551 103
Asia29 023 116  Asia29 173 69  Asia29 255 68  Asia29 489 106  Asia29 560 107 Asia29 58 110

East Asia 032 162  EastAsia 299 119  EastAsia 473 12